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THE DEVELOPMENT Crepit CorporaTION OF MAINE is 
a grass-roots program to help provide risk capital for 
new enterprises and small businesses which have sound 
plans for expansion in Maine. The Corporation program 
is important because it offers a partial solution to the 
problem of a shortage of risk capital. 
i There is a growing volume of evidence that entre- 
; prencurs are not able to accumulate capital so easily as 
‘ in former years and are less able to tap other individual 
sources of funds. 

While the total amount of savings is larger than ever, 
more of it is coming from the middle- and lower-income 
groups. Individuals in these groups generally prefer 
security and a small return on their savings to risk- 
taking and the chance of a large return or a large loss. 
As a result, they put most of their excess funds into 
insurance, savings deposits, savings and loan shares, or 
savings bonds. The traditional financial institutions 
guarantee safety of the savings entrusted to them. 
Consequently, they must seck safe investments and 
ure not able to invest large amounts in new ventures. 

Small businesses rely heavily upon retained earnings 
to finance growth. Because corporate taxes are con- 
siderably higher than they were in the past, this source 
of funds does not yield as much capital for expansion as 
it did in previous times. In addition, the low deprecia- 
tion rates allowed by the Treasury and the high level of 
current construction costs retard replacement or ex- 
pansion in plant and equipment. 

Maine has felt the impact of these forces which make 
it difficult to obtain venture capital, and the state would 
benefit from general corrective measures such as lower- 
ing personal and corporate income tax rates and liberal- 
izing depreciation allowances. The formation of the De- 
velopment Credit Corporation, however, was a direct 
approach to the problem. 


SS 


Formation 


Planning for the Development Credit Corporation 
started about two years ago when some of Maine’s lead- 
ing bankers and industrialists began to discuss seriously 
the inability «f small businessmen to obtain venture 
vapital. They had to take many steps before the Cred. 
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Maine bankers and businessmen realized over 
two years ago that many potentially profitable 
businesses never get started because of a lack of 
risk capital and that many others are unable to 
expand for the same reason. They decided that it 
was desirable to provide a new source of venture 
capital to assist enterprises in the state. 

The formulators of the plan recognized that 
conventional financial institutions have a primary 
concern for the safety of the funds entrusted to 
them and are not able to enter the risk capital 
field to any great extent. By pooling the small 
part of their resources which they can risk, how- 
ever, these institutions could provide a consider- 
able amount of venture capital and still avoid 
serious risk to any one institution. The sponsors 
founded the Development Credit Corporation of 
Maine to channel some of the funds of Maine’s 
financial institutions to new ventures and to facil- 
itate the expansion of promising smaller concerns. 

From the time it made its first loan in May 
1950 through January 1951, the Development 
Credit Corporation extended $161,500 in loans to 
ten concerns. Two of them were new concerns, 
and the others used the proceeds for expansion. 
The ten firms employ about 1,400 workers. The 
Development Credit Corporation has also ap- 

roved three more loans which total $142,000. 
‘hey will make possible the construction of new 
manufacturing ohne in three Maine communi- 
ties. In addition, the preliminary screening of 
applications by the Corporation ies turned up 
several cases which have qualified for regular 
bank credit. 











it Corporation could actually start doing business. 

The sponsors chose to seek a special charter from the 
legislature instead of a charter under the general laws. 
Their approach served three purposes: (1) it put the 
legislature and executive on record in favor of the plan; 
(2) it made participation legal for banks, insurance 
companies, and other financial institutions; and (3) it 
had excellent educational and public relations value. 


The legislature passed the special act, and the charter 
heeame effective in August 1949. Organization was 
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completed in 1950, and the Corporation made its first 
Joan in May 1950. 

The Development Credit Corporation of Maine raised 
its funds in an unusual manner, primarily because of 
the legal restrictions upon financial institutions. The 
Corporation has only a small capital stock base of 
$50,000, divided into 500 shares of $100 par value. The 
stock has now been fully subscribed by 77 Maine indi- 
viduals, business firms, and utilities. Few persons who 
were approached turned down the opportunity to invest 
in the new Corporation, even though the sponsors made 
it clear to prospective investors that the Corporation 
would use profits from operations principally to cover 
losses and to build up reserves against losses. 

Banks and other financial organizations did not sub- 
scribe to the stock of the Development Credit Corpora- 
tion because investments with that degree of risk are 
usually not approved by bank supervisors. The Cor- 
poration now plans to increase its authorized stock to 
allow others to invest in the Corporation. A broader 
program will also increase the Corporation’s working 
sapital and balance its capital structure. 

The principal lending or investing power of the Devel- 
opment Credit Corporation comes from loans to the 
Corporation by commercial banks, savings banks, trust 
companies, building and loan associations, and insur- 
ance companies in Maine which take out voluntary 
membership for a minimum period of five years. Any 
financial institution that becomes a member must agree 
to lend funds to the Credit Corporation at its call up to 
a maximum amount of 2.5 per cent of its own capital 
and surplus or its equivalent. 

The charter fixes the maximum call privilege for the 
various institutions. In each case it represents a small 
part of total resources. It does not exceed }5 of one per 
cent of total deposits for any of the classes of banks. A 
bank might well consider a loan to the Corporation as 
an investment in public relations. 

Although the funds that may be called from each 
member are small, the total available from member loans 
will be substantial. At present 38 Maine banking insti- 
tutions have become members — 32 commercial banks 
and trust companies, three savings banks, and three 
building and Joan associations. The total call privilege 
available from them is $534,000. If all eligible institu- 
tions become members, and the stockholders believe it 
is only a question of time before they will, the funds 
that could be called would total about $1,500,000. 

The availability of $1,500,000 from the Development 
Credit Corporation could lead to the effective employ- 
ment of perhaps $5,000,000, because in many cases an 
applicant who is assured of financial aid from the Cor- 
poration may obtain part of his requirements from 
banking facilities or from other sources that would 
otherwise not be put to work. The addition of the Credit 
Corporation to the traditional sources of funds may 
make it possible for many new businesses to get started 
in Maine or for existing ones to expand where it would 
otherwise be impossible. 

Loans by the member financial institutions to the 
Development Credit Corporation are in the form of 
demand notes. The Credit Corporation itself establishes 
the rate of interest to be paid to members on their notes. 
It has set an initial rate of two per cent a year. The Cor- 
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poration charges a minimum of five per cent on all loans 
and investments, and usually obtains more than this 
minimum rate. It expects to pay its operating expenses 
with the difference between its borrowing and lending 
rates. The Corporation prorates its calls on members 
for loans in the same proportion which the maximum 
lending limit of each bears to the aggregate maximum 
lending limit of all members. 

Twenty-five directors selected to give representation 
to all parts of the state control the Corporation. Stock- 
holders elect one-third of the Board of Directors, and 
the member institutions elect the other two-thirds. The 
Corporation has a paid staff of only a manager and his 
office assistants. The directors selected as manager an 
engineer capable of evaluating technological and en- 
gineering prospects, relying upon the bankers to evalu- 
ate credit risks. 


Lending Restrictions and Procedure 


The Development Credit Corporation can Jend to or- 
invest money in any business located within the state of 
Maine. So far it has restricted loans to concerns engaged 
in manufacturing, processing, or fabricating, on the 
premise that industrial payrolls are the foundation upon 
which most business in the state rests. Loans to any one 
borrower are limited to not over 15 per cent of the total 
working funds of the Corporation. 

The Corporation does not compete with conventional 
financial organizations. It was designed to provide funds 
in the area between bank loans and equity capital — to 
take risks which established financial institutions cannot 
take. [ts charter forbids it to make any loans or com- 
mitments which existing institutions will make. 

The Corporation grants loans only after careful scru- 
tiny. Applications for loans or other financing are proc- 
essed in the following manner: 

1. The manager of the Corporation screens applica- 
tions which may come in directly or through member 
institutions. He investigates and evaluates statements 
presented by each applicant, the applicant’s reasons for 
seeking funds, his plant facilities, production techniques, 
and related matters. 

2. Regional advisory boards of bankers and business- 
men investigate for or with the manager the character, 
reliability, and financial responsibility of all applicants 
from their areas. They also determine if any financial 
institution in the region will assume the risk. 

3. If no bank takes the application, a Credit Com- 
mittee reviews the reports arising from the first’ two 
steps, works out the terms with the borrower, and 
makes its recommendations to the Board of Directors. 

4. The full Board of Directors passes on the loan and 
arranges fur a near-by bank to service the loan. 

The Development Credit Corporation follows jother 
definite procedures. It reserves the right to name a 
representative on the borrower’s Board of Directors. 
Although the Corporation may also invest in stock or 
debentures, it usually advances funds on a loan basis. 
It may also require stock of the borrower corporation 
in addition to the borrower's note. Rates of interest for 
loans are commensurate with the risk and naturally are 
higher than usual banking rates. The fund is a revolving 
one. As borrowers pay off their obligations, the Cor- 
poration will make new advances. 
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iccomplishments 


As of January 1951, the Development Credit. Cor- 
poration had made loans to ten manufacturers and had 
approved three other loans. A small boat-building yard, 
a plywood veneer firm, a knitting company, a4 foundry 
and machine-shop, a plastic woven-fabrics plant, four 
woodworking mills, and a food-processing plant had 
borrowed from the Corporation. Two of the borrowers 
are new concerns. The others are using the loans for 
expansion programs, The interest rate on all loans was 
six per cent. Most of them also carried a service charge 
of one per cent. In two cases, where the Credit Corpora- 
tion supplied a large part of the firm’s financing, the 
Corporation received, in lieu of a service charge, ten per 
cent of the common stock. Loans have a maturity of one 
year or less, but. are renewable if progress is satisfactory. 

The security required for loans varies, depending on 
circumstances. So far loans have been mostly to closely 
held corporations and have been secured by first. or 
second mortgages on plant and equipment as well as by 
personal endorsement of the owners. In addition it is 
general policy to require principals of borrowing con- 
cerns to carry sufficient life insurance payable to the 
Corporation for the protection of loans. 

The three approved loans will help construct new 
manufacturing space in Kennebunk, Waldoboro, and 
Gardiner. ‘Two of the plants will house new firms. The 
other building will provide new quarters for an existing 
manufacturer. The Corporation will charge five per cent 
interest in each of these cases. 

Since the problem of providing modern manufactur- 
ing space is of current concern throughout New England, 
it is interesting to note how these three projects were 
worked out with the aid of the Credit Corporation. 
Kennebunk had wanted to diversify its industrial base 
for some time. It found an experienced worsted manu- 
facturer who liked the town for a location, but no suit- 
able space was available. The manufacturer did not 

yant to construct a building himself, although he was 
willing and did sign a lease which had terms covering 
all of the financing. The townspeople raised $35,000, or 
25 per cent of the $140,000 it would cost to erect the 
plant; an insurance company provided $70,000 secured 
by a first mortgage on the proposed building; and the 
Development Credit Corporation took a second mort- 
gage for $35,000. The concern will provide new jobs for 
75 workers in the completed building. 

In Gardiner an existing shoe company needed a mod- 
ern, efficient factory, but the manufacturer was not 
interested in constructing a building. The manufac- 
turer had discussed the matter with the Board of Trade 
and interested citizens for several years, but financing 
remained a stumbling block until the establishment of 
the Credit Corporation. The project has now been 
worked out in muca the same way as in Kennebunk, 
and a modern $300,000 shoe building is under construc- 
tion on land provided by the Gardiner Building Cor- 
poration. An insurance company will hold a first mort- 
gage of 60 per cent or about $180,000, the Credit Cor- 
poration will hold a second mortgage of about $75,000, 
and the Building Corporation will supply $45,000, rep- 
resenting funds raised by local subscription. The shoe 
company will pay rent which will amortize all but a 
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small portion of the first and second mortgages before 
the earliest expiration of the lease. Gardiner will be able 
to retain an annual payroll of over a million dollars. 

The people of the town of Waldoboro had looked for 
a new manufacturing enterprise for the town since the 
recession of 1949. They raised $50,000 for constructing 
a new building and found an experienced shoe manu- 
facturer who wanted to locate in Waldoboro. The neces- 
sary plant will cost about $80,000. The Development 
Credit. Corporation is taking a first mortgage for $32,000 
to complete the financing of the building, which will be 
leased to the manufacturer, Waldoboro will gain a new 
employer and about 200 new jobs. 

These three cases indicate that the Development 
Credit Corporation can be of tremendous assistance to 
local building corporations. In some instances a loan 
from the Corporation may be the deciding factor in 
getting a particular project under way. 

As a new type of lending organization, the Develop- 
ment. Credit Corporation has naturally attracted a 
large number of applications for loans, many of them 
from persons who had been refused credit by existing 
financial institutions. The Corporation has winnowed 
its approved loans from several hundred applications. 
In general, the reasons for rejection have fallen into 
these categories: 

1. The operation was not in the industrial field. 

2. The funds applied for seemed to be intended pri- 
marily to shift the financial position of existing owners 
or creditors. 

3. The operation did not give reasonable assurance 
of being successful if financial aid were given. 

On the other hand, member banks have made many 
loans on the strength of the investigations of the Credit 
Corporation. In these cases money which otherwise 
would not have been put to work is being advanced, 
and the Corporation has served a useful purpose even 
where it has not itself extended credit. 


Conclusions 


The ultimate financial success of the Development 
Credit Corporation will depend largely on the magni- 
tude of its losses from defaulted loans. The experience 
of several years will be necessary before the loss ratio 
can be determined, since the risks taken by the Corpora- 
tion are greater than the risks of ordinary bank loans. 
On the basis of present loans and commitments, never- 
theless, the Corporation expects to break even by the 
middle of 1951. 

Regardless of its financial success, the Credit Corpora- 
tion has already demonstrated its success in promoting 
the expansion of employment in basic manufacturing 
activities. Maine needs new employment opportunities 
in many small communities which are more suitable 
for small than large businesses. 

The Development Credit Corporation illustrates what 
far-sighted bankers can do to promote the industrial 
development of their areas while still diversifying their 
risks and fulfilling their primary obligation to deposi- 
tors. While it is too soon to draw final conclusions, it 
seems that the Development Credit Corporation of 
Maine will become a valuable addition to the state’s 
banking system and a great aid to new and expanding 
small business by providing a new source of risk capital. 
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AN AMAZING SPURT in consumer buying during the last 
two weeks before Christmas enabled Christmas season 
sales in 1950 to exceed by four per cent the previous 
record set in 1949 in New England department stores, 
Until the final week before Christmas, it seemed that 
Christmas season sales would do well if they reached 
the level established in 1949. In Downtown Boston 
stores, for example, sales ran 1.8 per cent behind those 
of a year ago during the period from Thanksgiving Day 
to December 17. It took a whopping percentage gain of 
14.3 per cent in the final week to pull total sales 1.7 per 
cent ahead of those in 1949, The increase in sales at 
Downtown Boston stores occurred despite the drawing 
power of new branch stores in suburban areas. 

Regions in New England which were still recovering 
from the low point of the recession when the Christmas 
shopping period rolled around in 1949 posted better 
department store sales comparisons in 1950 than Down- 
town Boston. Improved employment in textile, metal- 
working, and many other manufacturing plants changed 
consumer psychology and stimulated sales. Substantial 
gains of 10 per cent in Springfield, Massachusetts, and 
six per cent in Providence, Rhode Island, illustrate the 
influence of an improved rate of manufacturing activity 
upon retail trade in New England. 

The higher level of Christmas season dollar sales in 
1950 than in 1949 reflected the increasing level of in- 
dividual incomes and willingness of consumers to use 
their charge accounts. Buying was remarkable in view 
of higher taxes in 1950 than in 1949, the restraint of in- 
stalment-credit controls, considerable anticipatory buy- 
ing accompanied by an accumulation of personal in- 
debtedness in the July-October period, and, finally, the 
high level of automobile sales discussed in an accom- 
panying article in this Monthly Review. 

Retail-trade observers who optimistically had ex- 
pected an even greater increase in dollar sales gave con- 
siderable weight to the higher prices in 1950 as an im- 
portant influence in increasing dollar sales. Inventories 


| COMPARISON OF CHRISTMAS SEASON SALES 


45 New England Department Stores 
Corresponding Weeks, 1950 vs. 1949 
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Christmas Season Sales Reach New Peak 





SALES CHANGES BY DEPARTMENTS 
{| Downtown Boston Stores 
Christmas Season 1950 vs. 1949 
Per Cent Change 
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at the beginning of the pre-Christmas shopping period, 
however, were approximately 19 per cent higher than 
those in 1949, and merchants had to meet financial obli- 
gations. The high level of inventories probably deterred 
many prices from rising, and trade papers carried re- 
ports of retailers selling below replacement costs. The 
volume of unit sales may have lagged slightly behind 
that in the Christmas season of 1949, but the high level 
of dollar sales replenished the working capital of stores. 
It enabled them to look forward more confidently to 
restocking at higher prices for an early Easter in 1951. 

Nondurable consumer goods gave some indication in 
the 1950 Christmas season that they would regain a 
larger percentage of the consumer dollar in 1951. An 
accompanying chart shows that sales improved over 
those in 1949 in most departments which handle soft 
goods in Downtown Boston stores. 

Although sales of homefurnishings, which include 
major household appliances, television sets, and furni- 
ture, lagged behind those in 1949 for the entire Christ- 
mas season, they picked up rapidly in the final two 
weeks and minimized their loss. Individuals probably 
reassessed their prospects of obtaining items which 
contain scarce metals after the issuance of more strin- 
gent restrictions on uses of cobalt, copper, aluminum, 
rubber, and other strategic materials. A slight run on 
available popular-brand appliances developed after 
Christmas in some regions, and it would probably have 
reached a higher level in the absence of instalment- 
credit controls. 

The relative strength of sales in the men’s and boys’ 
wear, basement, miscellaneous, piece goods and house- 
hold textiles, small wares, and women’s and misses’ 
apparel departments more than offset the slight sales 
declines in homefurnishings and women’s and misses’ 
accessories departments in Downtown Boston stores. 
Comparative sales gains in the largest segment of de- 
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partment store trade during the Christmas season indi- 
cate favorable weather ahead for department stores. 

Children presumably had an enjoyable Christmas 
morning, because the value of toys and games purchased 
in Downtown Boston stores for Santa’s pack increased 
hy approximately three per cent between 1949 and 
1950. Metallic toys will become scarcer, and buyers 
probably considered this contingency in making their 
final decisions. 

The increase of 4.8 per cent in basement sales before 
Christmas in Downtown Boston stores indicates that 
consumers are still responsive to price promotions. An 
increase of 10 per cent in year-to-year sales of New 
England department stores during the time-honored 
post-Christmas bargain week and increases of 54 per 
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SALES OF NEW AUTOMOBILES 25 per cent higher than in 
1949! Sales of new trucks up 40 per cent! That is the 
record for Massachusetts during 1950. 

These figures are the result of special surveys made 
for this bank as an aid to its administration of Regula- 
tion W and as an indication of buying in this field. 

In every month of the year sales of new automobiles 
in the state exceeded sales in the corresponding month 
of 1949. Year-to-year gains ranged from a modest four 
per cent in May to a thumping 85 per cent during the 
buying wave in July. After July, new-car sales settled 
down to a pace which averaged 25 per cent greater than 
that in the same months a year ago. A new bulge ap- 
peared in December as sales registered a smaller seasonal 
decline from the November figure than in 1949. 

Regulation W of the Board of Governors of the 
Federal Reserve System restricted the extension of in- 
stalment credit in the sale of automobiles on September 
18, 1950. The regulation limited loans to 6623 per cent 
of the purchase price and to a maximum maturity of 21 
months. The maximum maturity was shortened to 15 
months on October 16. Even the more severe credit 
terms did not cut deeply into the volume of new-car 
sales, except perhaps during the latter part of November. 

The record of new-truck sales in Massachusetts dur- 
ing 1950 was quite similar to that for new cars, except 
that the bulge over sales in 1949 was greater during 
most of the year. Truck sales did fall off much more 
markedly during November and December, however, 
even though truck sales are not subject to the restric- 
tions of Regulation W. The drop was evidently more 
than seasonal in nature. 

Automobile sales increased slightly more during 1950 
in.the United States as a whole than in Massachusetts. 
The state’s total of more than 166,000 new automobiles 
represented 2.6 per cent of the national figure of ap- 
proximately 6,300,000. In 1949, sales in Massachusetts 
were nearly 2.8 per cent of the countrywide total. The 
17,700 new trucks sold to Massachusetts registrants 
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cent and 31 per cent in the first two weeks of January 
1951 also support this view. The Downtown Boston 
shopping area, which has seen considerable competitive 
merchandising in the past, has already become the 
scene of intensive promotional programs. Bargains are 
an effective answer to consumer price resistance. 

Consumer buying in December has great importance 
for annual department store sales, because approxi- 
mately 15 per cent of sales for the year fall in this month. 
Department store sales during 1950 in New England 
were 2.5 per cent ahead of those in 1949 through the 
month of November, and the increase in sales of 2.7 
per cent for December more than held the gain for the 
year. The Christmas season closing of the sales record 
in 1950 augurs well for the first months in 1951. 
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Sales of New Motor Vehicles Soar in 195 


during 1950 were less than 1.6 per cent of the United 
States figure. A larger than national increase in truck 
sales within the state in 1950, nevertheless, pulled up 
the share from 1.3 per cent in 1949. 
Sales of used cars in Massachusetts slumped about 34 
per cent between November and December, and the 
drop for used trucks was nearly 60 per cent. The decline 
in used-car sales, together with the sustained volume of 
trade-ins for new cars, built up dealers’ stocks of second- 
hand automobiles and produced considerable weakness 
in used-car prices during the last few months of 1950. ; 
The absence of sales data prior to November 1950, 
however, makes it impossible to determine how much 
of the December slump in sales of used motor vehicles 
can be attributed to normal seasonal forces. Used-car 
prices have firmed recently, and most dealers expect 
increased activity when production slows down. 


SALES OF NEW AUTONOBILES AND TRUCKS 


IN WASSACHUSETTS 
1949-1950 


00 -—--—_-— - neste anatomy 
|New Automobiles ee 


. 


ce 


ERE Se ee 


0 














10,000,—__ 

;_ Fs 
§ 3 
PRuRaeertanecerne.. 
3™'New Trucks we 
H : 











‘Sane 


SOURCE: Auto List, Ine. 


1951 





# December 1950 figures estimeted from incomslete dete. 


Page 5 








sa 





ee meres 














Monthly 


Reuiew 


FEDERAL RESERVE BANK OF BOSTON 


Greases, The Defense Production Act authoriaed 


Recent Price Developments ts i54' ime mnt wr nd yi 


Basic COMMODITY PRICEs on January 8 stood about 42 
per cent above the pre-Korea level, according to the 28 
Commodity Index of the United States Bureau of Labor 
Statistics. Wholesale prices rose 12 per cent in the same 
period, while the Boston Consumers’ Price Index ad- 
vanced 3 per cent between June and December. 

On December 19 the Economic Stabilization Agency 
announced a voluntary system of price stabilization de- 
signed to hold most prices to the levels prevailing on 
December 1, 1950. Upward and downward adjustments 
are possible under a set of “fair price standards” based 
primarily on profits before taxes. The E.S.A. proposals 
try to prevent price increases which would raise profits 
of concerns above the average level of 1946-49. Prices of 
certain goods and services are not subject to E.S.A. 
control at present. For example, the prices of many agri- 
cultural commodities may still rise before they reach 
levels at which ceilings can be applied. 


ceilings, but this power has been used only with 
respect to automobiles. 

Available information suggests that voluntary price 
action under the present set-up has serious limitations. 
Wholesale prices continued to advance after December 
19 and reached a new all-time high in the week of Jan- 
uary 2. If farm products and foods are omitted from 
the wholesale price index, it still indicates a continuing 
rise after the “price freeze.” The rate of increase stead- 
ied in the first week after December 19 and then ac- 
celerated. Price increases on the commodity exchanges 
slowed down in late December but jumped again in 
early January. Several important industries rolled prices 
back to December 1 levels but offered very little for 
future sale at those prices. Prices of small supplie rs 
continued to move up and contributed to breaks in the 
price lines of major producers. 

PER CENT CHANGES 
IN PRIMARY MARKET SPOT PRICES 
6/23 /50- 12/1/50. 12/19/50- 
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the cooperating industries promised to attempt to hold flees .----+--+eee00 +138 pie +5 
price lines and to give notice of prospective price in- source of Prices: U. S. Bureau of Labor Statistics. 
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Jan. Feb. Mar. 
28 Basic Commoditiest ..........1949 243.8 231.4 


Apr. May June July Aug. Sept. Oct. Nov. Dec. 


208.7 202.2 195.7 196.9 206.6 210.9 207.7 210.4 209.3 


223.4 

1950 210.5 209.1 208.2 209.6 2186 224.8 243.3 263.0 276.9 277.6 290.1 302.7 
96.7 194.8 193.3 191.8 190.7 1869.8 190.8 188.9 188.2 187.7 
89.5 





Wholesale — All Commodities ...1949 199.4 196.2 1 
1950 188.1 189.5 1 189.8 193.5 195.3 202.2 206.6 210.4 209.9 213.0 216.3$ 
Consumers’ — Boston...... cee 1949 163.9 161.4 162.5 162.4 162.2 163.3 162.6 163.8 165.4 164.1 164.0 162.7 
1950 161.5 160.7. 162.0 162.3 163.3 166.2 168.4 168.4 168.2 169.4 169.6 


*The 28 Basic Commodity index is converted from a published base Aug. 1939 =100 to 1935-39 =100, and the Wholesale index from a published base 
1926 =100 to 1935-39 =100. 

tAverage of daily indexes. 

$Average of sample weekly indexes. 





Source: U. S. Bureau of Labor Statistics, 
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The index of industrial production was 215 per cent of 
the 1935-39 average in November. A slight decline 
from 217 in October resulted from curtailment of coal 
and steel output during bad weather and of automo- 
bile production because of model changeovers. 
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N. KE. shoe production averaged about 32.13 per cent 


of the U. S. total in the first nine months of 1950, 
compared to 32.30 per cent in the Jan.-Sept. period of 
1949. Among N. E. states, Maine’s share increased 
while the shares of Mass. and N. H. declined. 


FREIGHT CARLOADINGS 


‘ United States 




















There were 728 business failures in New England 
during the first 11 months of 1950, almost 10 per cent 
fewer than in the corresponding period of 1949. For 
the United States, the number of failures was about 
the same in both 11-month periods. 
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Consumption of raw cotton at N. E. mills ran above 


year-ago levels throughout 1950. In November 1950 
cotton consumption in N. E. was 41.1 per cent higher, 
and wholesale prices of cotton goods in the U. S. were 
29.9 per cent higher than in November 1949. 


CONSTRUCTION CONTRACTS IN NEW ENGLAND 
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Freight carloadings reflected the improvement in 
business conditions which began in the spring of 1950. 
N. E. carloadings in November exceeded the year- 
ago level by 10.5 per cent; the U. S. figure stood 20.7 
per cent higher than in November 1949. 





i$ + 4 iy a 

all oben’ Public 

‘we bo ts ee 0344 45 48 GT RAR TO LF MAMI AS OR OU FMAM IAB OND 
Monthly Averoge 1949 Monthly 1950 


Ee FB JOSS Ree 
SOURCE F W Dedge Corporetion | | | it 





The value of construction contracts awarded in N. EF. 
declined steadily from July to November, partly be- 
cause credit terms became more restrictive. In Novem- 
ber total awards dropped 15.8 per cent from the Oct. 
figure but were 1.3 per cent higher than in Nov, 1949, 
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The volume of bank debits in N. E. expanded from 
July 1950 to the end of the year as business improved,~~ 
The average volume of debits in the region during 
1950 topped the level in 1949 by 14.6 per cent; the 
comparable U. S. increase was 14.1 per cent. 


DEPOSIT TURNOVER 
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The rate at which cash balances were used in District 
1 increased sharply during the latter part of 1950. 
Deposits rose but debits rose even faster as spending 
accelerated and the proportion of active to inactive 
deposits increased. 
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BUSINESS AND AGRICULTURAL LOANS 
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A rising volume of business loans is normal in the 
second half of the year, but recent increases were more 
than seasonal. High prices, plant expansion, defense 
orders, and 7 accumulation have increased 


loans in New England and in the nation. 
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As a part of the System’s policy of restraining credit 
expansion, yields on U. S. securities were allowed to 
rise throughout the year. In turn, many banks ad- 
vanced lending rates. U. S. securities tended to become 
more attractive relative to loans. 
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Weetly 1950 ~ 
Conconiitantly with the expansion of bank credit has 
come a substantial increase in the money supply. By 
the end of December the sum of deposits and currency 
in circulation had reached a ieuel approaching $175 
billion, which exceeded the peak at the end of 1947, 
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Bank credit expansion, which began to accelerate in 
New England as well'as the nation even before the 
Korean crisis, was striking throughout the last quar- 
ter. Business loans led the rise, followed by instalment 
Joans and real estate loans. 
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